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The Internal Revenue Service has announced the following 2000 dollar limits for 
qualified plans and other tax-favored retirement plans. 





1999 


2000 


Maximum annual payout from a defined plan at the 
social security normal retirement age 


$130,000 


$135,000 


Maximum annual contribution to an individual's 
defined contribution account 


$30,000 


$30,000 


Maximum elective Section 401 (k) and 403(b) 
deferrals 


$10,000 


$10,500 


Maximum amount of annual compensation that can 
be taken into account for determining benefits or 
contributions under a qualified plan 


$160,000 


$170,000 


Test to identify highly compensated employees 


$80,000 


$85,000 



The Social Security Administration has announced the 2000 inflation-adjusted dollar 
tests and limits for Social Security benefits: 



Wage Base: 


1999 


2000 


for Social Security Tax 


$72,600 


$76,200 


for medicare 


No Limit 


No Limit 


Earnings Test (amount that can be earned 
before benefits are cut) 






Age 65-69 ($1 is withheld for every $3 in 
earnings over this amount) 


$15,500/yr. 


$17,000/yr. 


Under Age 65 ($1 is withheld for every $2 in 
earnings over this amount) 


$9,600/yr. 


$10,080/yr. 



This newsletter is provided for informational purposes only. It is not offered as or intended to constitute legal 
advice. Under the Rules of the Supreme Judicial Court of Massachusetts, this material may be considered 
advertising. 

Marcia S. Wagner, Esq. & Associates, P.C, is pleased to announce that Marcia 
Wagner has recently authored a complete revision to The Bureau of National Affairs 
Tax Management Portfolio entitled "Plan Disqualification and ERISA Litigation"; 
published articles for the Massachusetts Bar Association Taxation Section Nevi^sletter, 
Law Firm Partnership and Benefits Report, Massachusetts Society of Certified Public 
Accountants Newsletter, and presented a paper to the American Bar Association at 
Stanford Law School. She also conducted seminars as follows: The 29th Annual 
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Pension Trust and Employee Benefits Seminar at University of South Carolina, 
"Investment Advice v. Investment Education"; Institute for International Research, 
(New York, NY), "The Next Generation of Client Retention - Enhancing Retention 
Through Partnership Management"; Jewish Labor Committee, "Cash Balance 
Pensions Plans: New Directions? New Dangers?"; Lorman Business Center, Inc. 
(Bedford, NH), "Recordkeeping and Reporting under ERISA"; American Law 
Institute- American Bar Association -Basic Law of Pensions, Welfare Plans and 
Deferred Compensation", (Boston, MA), Topics: Participants* Rights for 
Administrative Claims Procedures and Implementing the Rollover Rules; "Investment 
Management Institute & Institute of Management & Administration, Inc. (Pasadena, 
California and New York, New York), "Investment Advice vs. Investment Education: 
Legal Risks, Opportunities & Dilemmas - How the Law is Evolving"; International 
Foundation of Employee Benefit Plans-Certificate Series, (Towers Perrin, Voorhees, 
N.J. and Employee Benefits Certificate Credit Course, New York, NY), "Retirement 
Plan Basics,"; Wachovia Bank Institutional Trust and Retirement Services Client 
Conference (Williamsburg, Virginia), "Client Symposium: Investment Education vs. 
Advice for Retirement Plans"; Lorman Business Center, Inc. (Manchester, NH), 
"Employee Discharge and Documentation"; and Institute for International Research, 
Institutional Retirement and Savings Plan Series, (New Orleans, LA), "The 1999 
Congress on Defined Contribution Plans". She also was quoted in Massachusetts 
Lawyers Weekly. 

Attorneys Marcia S. Wagner has taught the fall semester course in Pension Law for 
Bentley College. 

Our firm is strongly committed to providing the highest quality legal advice and is 
dedicated to protecting the interests of our clients. 

In the event you desire legal advice, consultation or additional information, please 
contact Attorney Marcia S. Wagner, Attorney M. Edward Chale, or Attorney 
Katharine L. Butler. 



[ Meet the Team Articles 



The Firm 



Newsletters ERISA Practice 



Home 



All contents copyright Marcia S. Wagner, Esq. & Associates, 1999 



Website created by Lawveryiews.com 



http://www.erisa-lawyers.com/pages/newsletters/nov99.html 



6/26/06 



STAR Data Entry Database: DOCFILL Record: 469118 

aaaSaaaaaaaaaaaaaaaaaaaaaaaaaaaaa^^ 
Accession Number 469118 

Borrower: Ella Colbert 
New Borrower : 
Organization: 3624 

Phone: 308-7064 
E-mail address: 



Serial Number 
Request Date 
Julian Req Date 
Please Fill by: 

Document Type 
Journal Name 
New Journal 
Journal Location 
WWW/Net location 
Call Number (s) 



10/23/2003 
2845 



Journal article 
AMERICAN ECONOMIC REVIEW 

PROQUEST 1986; PROQUEST DIRECT (3/8 7-) 



NIST: 



1960 



Command: Recall 

Help DAtabase Create Recall Next PRevious COpy IGnore Save Update DElete 
Options Display Print Write Index ENTER SEARCH GLOBAL MENU 



i|004 



US 2002/0169701 Al 



Nov. 14,2002 



financiaUy uninvolved,"" which typicaUy reprcscots weD 
over sixty percent (60%) of the employee population. 
Rcc3ent studies indicate thai, in the case of section 401(k) 
Employee Benefit Wans, the iinancially uninvolved group's 
401(k) participation and investment decisions vary tremen- 
dously with the way that Ihe 40l(k) participation and 
mvestmcnt options arc presented to the plan participants. 
ITbe findings finom these studies strongly suggest that current 
401(k) Employee Benefit Pkos are not optimally designed 
to meet the needs of the "financially uninvolved^ segment of 
Employee Benefit Plan eligible employees. 

[0012] Specifically, it is presently believed that the prob- 
lems described above for botli the financially invohred and 
the financially uninvolved result fiom the feci that currently 
bdividuals are either 1) loo invohrcd in the process of 
selecting investments and frequently do so by choosing 
investments based on the recent perfonnancc of individual 
investment vehicles; 2) do nol save appippiiatc amounts to 
meet their goals, indudingircliictncnt or 3) more often, they 
feel they do not have the time, interest, and/or cxpertfec to 
make appropriate investments or structure appropriate sav- 
ings plans. 

[0013] The above described individual-investor behavior 
is in contrast to institutional investors, who recognize the 
importance of appropriately funding for future Kabiiities, 
and then determine an appropriate funding policy and asset 
allocaiion model to best fund future liabilities, and only then 
select investment vehicles bas^ on the abiHty to implement 
the model allocation-thus recognizing that money manage- 
menl(c.g., security selection) is of secondary importance for 
passive, long-term investors. 

[0014] The process describe<l above as used by individuals 
typicaUy results in inadequate funding levels (low savings 
rates) and inappropriate investment including suboptimal 
allocations. Specifically, it is presently believed that the 
problems described above for both the financially involved 
and the financially uninvolved result from the fact that, 
currcndy, die process of canying out the necessary steps to 
appropriately save, as ouflined above, is still loo overwhehn- 
ing for even the financially involved, much less the finan- 
ciaUy uninvolved. 

[0015] It is presenUy bdlieved that one of the possible 
reasons for the inadequate savings situations, as describe 
above, is that saving for the future is typically something 
that is put off until tomorrow, espedaUy by financially 
uninvohred investors and especially, by individual Benefit 
Plan participants in the absence of effective investment 
assistance. In the case of Employee Benefit Plans lack of 
participation by eligible employees, it has been and is 
presently a peisistent problem that Benefit Plan sponsors 
face with the miplementation of Benefit Plans. Benefit Plan 
sponsois arfc all loo familiar with employees who always 
intend to enroll in the Benefit Flan, but somehow never quite 
get around to submitting the authorization that will enable 
the Benefit Plan sponsor to deduct the contributions (sav- 
ings) fi:om the employees pay on a regular basis. Various 
academic studies and consulting reports indicate that somc- 

® where between one-quartcr ami one-third of 401(k)-€]igiblc 
employees do not p ^cipafe in fh r ir o n mp nii ji i IIIJlluilJ 1 
^ Olflr) BcnefiL P^ an Jr5i^^., fnr example, Poterf>a . Venri anH 




j(l994), Andrews (1992), and Basselt, Fleming anT 
igiucs (1998) for academic studies and Fidelity Invest- 
menls (1999) for a consulting report 



[0O16] One of the maiti reasons given by individual inves- 
tors for nonparticipation: in Benefit Plans for which Ibey arc 
eligible is that die process of optimally making a decision to 
start any savings plan, inchiding paiticipation in a 401Qi) 
plan IS complicated, as viewed by the average potential 
Benefit Plan participant or eligible participant. Studies by 
psychologists have shown that incicasing the complexity of 
a dedsion-making task leads individuals to defer making a 
decision or to procrastinate and such a3>peais to be prevalent 
among the average potential Benefit Plan participants. 
[0017] It is prcsenUy beheved thai there are at least two 
sources of complexity inj starting any savings program, such 
as, for example. Benefit [Plans, including making the initial 
decision to "opt in" as a plan participant and then making an 
optimal 401(k) Benefit Plan investment allocaiion decision. 
First, the shear number of possible investment allocation 
options to be evaluated by individual investors is enormous. 
Each individual investor must first choice what fraction of 
their compensation or other income lo contribute (saving;^) 
to the Benefit Plan. VTiih respect to 401(k) Benefit Plans, 
generally a range of firom; one percent (1%) to fifteen percent 
(15%) of an employee's compensation is offered as possible 
options. Each individual investor must then dose how to 
allocate their contribution (savings). In the case of 401(k) 
Benefit Plans, there are between, on average, ten or more 
investment options that, are available. Outside a 401(k) 
Benefit Han, the invcslinent allocation options are, as a 
practical matter, untimiicd. Even in most 401(k) Benefit 
Plans there are, quite literally, an infinite number of invest- 
ment allocation combinatioz^ available. 

[0018] For the "finand^y uninvolved'' employees, a sec- 
ond source of complexity is learning how to evaluate the 
myriad of 401(k) BencfitjPlan investment allocation options 
that are available. For ejxample, despite significant invest- 
ments in employee education, studies show year after year 
that more than fifty percent (50%) of enqiloyees do not even 
know what a **money market fiuuT is, much less have the 
knowledge to intelligently choose from among the myriad of 
401(k) Benefit Plan investment aUocation options that are 
available. ! 

[0019] Thus, individual investors may rationally postpone 
making a dedaon on sa%^gs, including 401(k) Benefit Plan 
partidpation, most Hkelyjbecause the cost in time and effort 
of gathering the in&>nnalion necessary to make an intelligent 
choose finom amor^ the myriad of 401(k) Benefit Han 
mvestment allocation options that are available may exceed 
the sort-term benefit fronj' making such a decision, as viewed 
by large numbers of individual investois. 
[0020] ReoenUy, some Benefit Han ^nsors have 
reversed the above desc^^ed retirement savings procrasti- 
automatic enrollment in 401(k) 
mtomatic enrollment, individua] 
ively request to be jexduded from 
I and a de&ult conbibution defer- 

V— « dutomaticaHy deducted from flicir 

paycheck (usuaUy 3% of pay) and contributed (saved) to 
their 401(k) Benefit Plai. The default defeaal amount is 
mvestcd in a default investment vehicle, usually something 
conservative, such as, for^cxample. a money market or other 
relatively sUble vahie fiiid Individual employees who do 
«^ ^^^i. 4 . ^ available 401(k) Benefit Plan 



nation simply by usin 
Benefit Plans. Under 
employees who do not _ 
a Benefit Plan are enrolli 
ral amount (savings) is 



not wish to particq)a1fi ic 



^ — M- ar -~ -rwx^jk; fK^uc^i riau 

miKt actively submit tbd r election lo "opt-ouT (rather Uian 



to "ope-in'^ the con^an) 



sponsored Benefit Plan. 
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OS Mitchell, SP Utkus - 2002 - prc.wharton.upenn.edu 

... (Some pre-ERISA plans are ... a peak of $82 in December 1999, and then ... insurers are more 
carefully scrutinizing sponsors' retirement plan practices (McKenna. 2002 ... 
Cited by 27 - View as HTML - Web Search - Library Search 

Workplace financial education improves personal financial wellness - group of 7 » 
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... Employment Retirement Income Security Act (ERISA), and recent ... top five benefit concerns 
for 1999 relate to retirement planning" ( Thinking Retirement ... 
Cited bv 1 2 - View as HTML - Web Search 
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PJ Purcell - Monthly Labor Review, 2000 - questia.com 
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and the Employee Retirement Income Security Act (ERISA) would need ... 
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... 34 Compensation and Working Conditions Spring 1999 ... In the years since ERISA, the 

trend in ... this shift, as defined contribution retirement plan costs begin to ... 
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Private Pensions. Mortality Risk, and the Decision to Annuitize - group of 1 1 » 
J Brown- 1999 -NBER 

... The 1974 enactment of the Employee Retirement Income Security Act (ERISA) signaled 
a dramatic ... dramatic increase in 401 (k) plan availability and participation. ... 
Cited by 66 - Web Search - Library Search 

Pension Change Puts the Burden on the Worker 
E WYATT - planetnow.com 

... after dozens of false starts, finally passed Erisa. ... who are covered by a retirement 
plan are responsible for ... the primary contributors to retirement programs of ... 

Cited b y 3 - View as HTML - Web Search 
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PJ Purcell - CRS Report for Congress. 2002 - thememoryhole.org 

... ERISA and the decline of the defined benefit plan. The Employee Retirement Income 

Security Act of 1974 was passed by Congress to protect the interests of ... 

Cited by 10 - View as HTML - Web Search - BL Direct 

How the Pension Svstem Should Be Reformed - group of 5 » 

TR Groom. JB Shoven - Brookings/SIEPR/TIAA-CREF conference "ERISA after. 1999 - brookings.edu 
... It also defines how rapidly the retirement nest egg must be ... The costs imposed by 
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ERISA are frequently blamed for the demise of the defined benefit plan. ... 
Cited by 2 - Web Search 

Changing Retirement Age: tips and Downs - grou p of 6 » 

WJ Wlatrowski - Monthly Labor Review, 2001 - questia.com 

... (18) ERISA Indicated that benefits were to begin at the later of (1 ) age 65 or 

the plan's earlier normal retirement age, (2) after 10 years of ... 

Cited by 13 - Web Search - BL Direct 

Retirement Plan Sponsorship by Small Employers - group of 4 » 

PJ Purcell, PJ Graney - BENEFITS QUARTERLY, 2002 - blaisdellinsurance.com 

... The Employee Retirement In- come Security Act of 1974 (ERISA) allows plan sponsors 

to ... and those under 21 from employer-sponsored retirement plans, so ... 
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